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Financial Highlights 


1975 1974 
(In thousands) 

Revenues $101,144 $96,683 
Income before income taxes and 

extraordinary item 1,730 237 
Income taxes 898 119 
Extraordinary item: 

Reduction of income taxes as a result 

of the carry-forward of losses 

of prior years 687 
Net income 1,519 118 
Basic earnings per class A share:* 

Before extraordinary item $ .62 $ .14 

Net income 1.00 14 


“Earnings per class B share and fully diluted earnings per 
share are shown in note 5 to the financial statements. 


Report to the Shareholders 


In sharp contrast to Canada’s modest economic advance in 1975, VS achieved substantial earnings growth. 
Revenues rose to a record $101,144,000 and the Company recorded a net income of $1,519,000 after extraordinary 
item compared to $118,000 in 1974, The 1975 net income on a fully diluted basis is equivalent to $.71 per Class A 
share compared to $.14 in 1974. The combination of termination or divestiture of a number of unprofitable operations 
and productivity enhancement programmes instituted over the past several years began through 1974 and 1975 to 
produce a significant trend towards improved profitability. 


All productivity enhancement programmes have been introduced without in any way diminishing the high 
quality of services management provided to our clients. Development of effective management at all levels has been 
a continuing priority, always with emphasis on career development and promotion from within the Company. Total 
manpower requirements have been optimized. Our ability to better utilize manpower and to monitor and control 
costs throughout the Company has been greatly improved through the installation and subsequent upgrading of a 
central computer facility. 


Considerable emphasis has been placed on selective marketing during the last several years. In securing new 
business the Company has focussed on obtaining clients in geographical areas that complement our existing busi- 
=A ness and enable us to minimize operating overhead expenses. Simultaneously, our new business effort has been 

irected towards obtaining contracts which both meet corporate profit objectives and allow the Company to effect a 
more efficient fra eRVG Neti distill abane ella raccos aula wines ee LG = 


Significant productivity improvements have also been realized through development of standard operating 
systems and procedures. VS’s Dietary department, which includes the largest number of registered dietitians in any 
one organization, other than the Federal Government, has set mandatory standards for quality and portion control. 


These standards have resulted in product cost reduction and the most competitive pricing possible. 


The VS meee eae Revert _System_h has played a valuable role in training VS Managers to control their 
direct costs and overhead expenses. Seminars, on the job instruction and utilization of training manuals have also 
been instrumental in developing competent personnel and increased productivity. 

Management of corporate assets has continued Sy bea primary focus. Standardized inventory, cash 


management systems and control of receivables have icant improvement in the Company’s cash 
flow and reduction of interest expense. Acquisitions Te divestitures during the last few years have been 


concentrated on reducing th intensiveness of our operations and maximizing our involvement in services 


management nent markets where we have traditional expertise. 


~~ Certain unprofit ations were discontinued durin n March, VS Services concluded an 
Agreement fo sell all of its assets used in COnnection with its restaurant business located at the Toronto-Dominion 
Centre in the City of Toronto. While the Company has reduced its involvement in public restaurants with high capital 


requirements. VS intends to continue its vigorous dévelopment. of public food service in the leisure and_recreation 
markets. 


The Company also discontinued operation of its mobile catering division in June. The trucks and routes 


were sold to the franchisees, many of whom continue to purchase their food and beverage requirements from a 
VS Food Production Centre. 


Operations in our three principal service markets contributed to the improved performance of VS Services 
during 1975. We experienced substantial growth in the provision of dietary services management to Health Care 


Institutions. Manual and Vended food services to Educational institutions continued to provide a significant 


contribution fo total company revenues. While schools and colleges throughout Canada are experiencing continued 
pressures on their operating and capital budgets, VS is meeting these needs with low cost, quality service 
programmes. Most of our operations in the At-Work Market achieved meaningful gains reflecting the efficiency of our 
service systems and prompt management response to a variety of market conditions. 

In our service operations for public markets, we have realigned management responsibilities and continue 
to reduce levels of overhead costs and refine operating controls. 

Many opportunities for career advancement were provided to employees at all levels within the Company 
with fifteen middle management people receiving promotions. Kenneth C. Daigle was appointed Area Vice-President 
with responsibility for the Housekeeping and Coffee System Divisions. Mr. Daigle has been with VS Services since 
1956 in a variety of managerial positions and since 1971 held the position of Regional Manager for Western Canada. 


The performance of our international affiliates, Versair In-Flite Services in Jamaica and Apetito-Fertigment 
in Germany, reflected local economic conditions. 


In Jamaica, reduced passenger volumes on scheduled airlines during the first 6 months of 1975 curtailed the 
revenues and profitability of our airline catering and airport restaurant facilities. Results improved during the latter 
half of the year and continue into 1976. 


In Germany, Apetito-Fertigmenti ended the year with profitability well in excess of that obtained in 1974. 
The primary base of the business, production and sale of frozen meals, rose significantly as a result of accelerated 
marketing effort and increased demand. The institutional and industrial catering side of the business performed 
most satisfactorily, sharply increasing its market share. Improved performance was aided by a fourth quarter 
resurgence of the German economy. 


On September 24, 1975, your Board of Directors passed a Resolution to change the company’s year-end from 
December 31 to September 30, effective September 30, 1976. Management recommended this change because a 
September 30 year-end is more appropriate to the business cycle of our industry. 


With the change of year-end at September 30, 1976, VS will not issue a Quarterly Report in the month of 
November. Rather, the Annual Report for the year ended September 30, 1976 will be issued in early 1977. 
Subsequently, VS will issue quarterly reports for the fiscal quarters ending in December, March and June of each 
succeeding year. 


Canada’s inflation during 1975 continued at a serious and unacceptable rate. This resulted in the Federal Anti- 
Inflation Act which was introduced during the last quarter to restrain profit margins, prices, dividends and 
compensation. VS has stated its intention to comply with both the spirit of the Act and the letter of the law to aid the 
Government in curbing the destructive effects of inflation. 

On July 17, 1976, the games of the Twenty First Olympiad will open in Montreal. VS’s significant participation 
in the Montreal Olympics is covered in some detail on the facing page. 

On behalf of the officers and directors we wish to 
express our appreciation for the dedicated way that our 
employees met the difficult challenges of the past year. At 
year-end, VS is in the strongest position in its history. 
The Company is positioned to profitably develop the 
opportunities in the management of selected services that 
meet the growing needs of people and institutions. 


William E. Emerson . Manfred Doblinger 
Chairman of the Board \ President and 
and Chief Executive Of eatin, Cue? Operating Officer 


VS Services Ltd-Five Year Statistical Review Zz 5 bales / 


(In thousands) 1975 1974 1973 1972 1971 
Revenues $101,144 $96,683 $91,061 $80,297 $72,048 
Operating, selling and administrative expenses $ 96,911 $93,763 $89,577 $77,962 $70,239 
Depreciation and amortization 1,319 1,515 1.720 1,447 1,143 
Interest, net 856 1,014 781 620 602 
Minority interest 188 1d. 144 105 100 
Non-recurring expenses pertaining to the current 

and prior years’ business 939 
Losses (profits) on abandonment of projects and 

disposal of property and equipment 140 te 389 (23) 390 
Total expenses 99,414 96,446 92,611 80,111 73,413 
Income (loss) before income taxes and 

extraordinary items 1,730 237 (1,550) 186 (1,365) 
Income taxes (recoverable) 898 119 122 471 (189) 
Income (loss) before extraordinary items 832 118 (1 1672) (285) (1,176) 


-——— 


Extraordinary items: : soe ees 


Reduction of income taxes as a result of the 


carry-forward of losses of prior years : 687 202 
Write-down of location acquisition costs (800) 
Net income (loss) S14519 “Sele SinS(2:472)erSig (83) $1,176) 


Basic earnings (loss) per common class A 
share before extraordinary items” $ 620 S14 des (02) >. le) -S. (60) 
Net income (loss) per common class A share* 1.00 14 (1.36) (.05) (.65) 


*Common class A shares have a non-cumulative dividend priority of $.30 per share. Losses are shared equally by A and B shares. 


THE VS TEAM AT THE XXI OLYMPIAD — ONE MILLION MEALS ... 


The lighting of the Olympic flame in Montreal on July 17, 1976 will represent the culmination of years of effort by thousands of 
conscientious people. VS’s own participation in the XXI Olympiad began in 1974 and includes the provision of food service 
management for the more than 10,000 athletes and coaches from 131 countries who will be resident at the Olympic Village. 


This international group will be dining in facilities the size of two football fields which were designed by Planned Food Facilities 
(International) Ltd., one of the VS group of companies. Athletes will be selecting their meals from a menu created by the VS 
Dietary department and approved by participating countries. All foods served will have been selected in accordance with VS quality 
specifications and purchasing standards. On-site microbiological testing and food handling procedures developed by the VS 
Research & Standards department will ensure that the quality of raw ingredients is preserved throughout the preparation and 
serving cycles. 

The entire food service staff organization will have been selected and trained by VS personnel experts and will be under the direction 
of Roger E. Gagnon, former Executive Vice President of La Societe VS Ltee. Mr. Gagnon has been assigned to COJO as Manager- 
Food Services for the Olympic Village. VS systems will be utilized to maintain the operating and financial controls prerequisite to an 
operation of this magnitude. 

In addition to the Olympic Village, VS will also manage food services at the 1976 International Olympic Youth Camp, the largest 
since the concept was introduced in 1912 at Stockholm. 1,350 youngsters from 70 countries will be resident at the camp. 

VS plans to set new world records for quality and efficiency of food service personifying the friendly spirit of Canadian hospitality! 


Za 


VS SERVICES ba B, (Incorporated under the laws of Canada) 
CONSOLIDATED BALANCE SHEET DECEMBER 31,1975 


ASSETS 


Current assets: 
Cash 


Inventories, at lower of cost and replacement cost 
Prepayments 


Total current assets 
Investment in associated company 
Note receivable (note 7) 


Property and equipment, at cost: 
Land .. 
Vending equipment 
Other equipment 
Buildings and leasehold improvements 


Less accumulated depreciation 


Total property and equipment ww... vaduhasen Steet scene 


Other: 
Investment in location acquisition costs 
Technical and systems know-how, at cost 


Total other assets 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current liabilities: 
Due to bankers 


Income taxes payable 
Current maturities of long-term debt 


Total current liabilities | 


Long-term debt (note 2): 


Total long-term debt 
Minority interest 


Shareholders’ equity: 
Common stock — without nominal or par value — 
Class A shares (notes 3 and 5): 
Authorized 2,000,000 
Issued S19 268m... 
Class B shares: 
Authorized 2,000,000 


Issued 1,000/000.-33 


Retained earnings (deficit) ....... 


Total shareholders’ equity ...... Fe ere J: SPS, ER Oar. 


On behalf of the Board: 
William E. Emerson, Director 
Manfred Doblinger, Director 


The accompanying notes are an integral part of these statements. 


Incorporation expenses and deferred CostS oo... 


Accounts, payablecand accrued Charges 46.<csccu5. ee eee 


1975 1974 
(In thousands) 
$ 697 $ 392 
9,387 10,025 
3,656 3,791 
38881 
14,138 14,545 
2,083 2,059 
539 (63 
197 197 
6,783 6,307 
4,624 4,581 
1,997 1,925 
13,601 13,010 
7,977 7,165 
5,624 5,845 
8,393 8,434 
985 985 
469 562 
9,847 9,981 
$32,231 $33,161 
1975 1974 
(In thousands) 
$ 902 Ay meat AST 
8,158 9,538 
123 165 
at eee 
9,994 10,542 
3,125 4,564 
5,849 6,465 
8,974 11,029 
726 Sie 
10,112 1Olt2 
2,400 2,400 
12,512 Wy 
25 (1,494) 
12,537 11,018 
$32,231 $33,161 


CONSOLIDATED STATEMENT OF INCOME 


FOR THE YEAR ENDED DECEMBER 31, 1975 1975 1974 
(In thousands) 
OVC OCS ee ec ee et ie Ma DOOR, Pent eee eee $101,144 $96,683 
Costs and expenses: he = cer tet 
<0 SOMME HAN CISOtoO CE tet tee ee men a ee 3 cays. sa co Ae, ae eee see 48,413 46,269 
Operating, selling and administrative expenses |... ccc 48,498 47,494 
DEDFECIallone anc At OMIZAUOMe whet. gee ee ter MeeMNe 2 ooc <i concen sunete ese nese ts tac 1,319 too 
Interest, net . 1 ie ak eae ne Gini salons, Ah. | A cr er, ORRIN. Bd oan Td 856 1,014 
MING: Ike tes tee eww mmermeer aria © fee mimumenl AONE TOF cs caseeanamennetea mwudeseigardoes 188 77 
Losses on abandonment of projects and disposal of property and equipment 140 77 
99,414 96,446 
Income before income taxes and extraordinary iteM occ cece 1,730 237 
HIG OLN BEAK CS teh we sen iz 0it, se BEM ANd PRUNE eS ie acc sack vada tee oem pes 898 119 
income berore extrdordinaryiteny(nole 5)e..e. o's... cnc SR wines 832 118 
Reduction of income taxes as a result of the 
CoLiyalOmVvarcd Ol TOSSES JO1 PRTOMBV CANS Mr tee oo nicn.c.-.0cie opened pe ocean ne else. 687 
Net income ...... Fee ite Oe OP a RD 5 cs 05 eee CMe tie -hctimont A decane $ 1,519 cae thas It) 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1975 1975 1974 
(In thousands) 
Balance, beginning of year (deficit) _... iG a BAS Te oe $ (1,494) $ (1,612) 
INEEU TIGROOT AMES toy eo tlle ty ec cage Re aan ince eas Cee oa A a ere ee 1,519 118 
EB clancemenorOlavealtGOliCuye mr Wl eh Pitts 88 oo sas science Geeta paves ueurh omiusee. $ 25 $ (1,494) 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1975 1975 1974 
(In thousands) 


Working capital was provided from: 
Operations — 
Income before extraordinary item ee BED Oe $ 832 S$) 118 
Add expenses not requiring an outlay of 
working capital in the current year: 


Depreciation and amortization 0... J Dada ae are ere nee Meee ae te 1,319 1015 
Reduction of deferred costs .............. 1 ey 1: eee Ree ER 6 SE oR 93 179 
Bossesondisnosal ONProperlyaNnGieQUIDIMENG ci .0; eho mae Es ee era 55 9 
Minority Interest (ReLOLpariners drawings)" .....<.2... aotearoa. eee 154 59 
Provided from operations, exclusive of extraordinary item... 2,453 1,880 
Reduction of income taxes as a result of the 
CALL OUWALOLOIMOSSES AON DOG CANS incr Maye ctrsaee slits sae ee ee ee 687 
PCC UGHONMO MOL hOCOIVA DIO. ntti at. eta a tat ees. og eee a omen Ren oP eoccas 192 
Disposal of property and equipment 2.0.0.0... Bf 2. RT a pty, Ae oe 120 ALWSY OTE 
Slo sUNSECUFEAVCONVE FHI SsTIOTS tte td, VNR te acca chonss CR pe Reet et ane 2,965 
3,452 6,422 
Working capital was used for: 
Reduction of long-term debt... Peete aah Uh Sane ee en Lee 2,055 1,825 
AGGIMONSHORGKOD CULV cAMOLOC UIC Ui aS non Seer th eee said seh sd ages eens sang ddearnanenacasde aces 1,258 1,633 
Investmentiin (disposal of): location acquisition..cOSts, NOt 5. 0jcc.ciccdereies ces nsees (26) 51 
MVEStOM GINEaSSOCTALCO IC OMIA Vine were Ora iene Sci; din. nea mh aegeionce ate ER 0 24 26 
NOLEZTECCIVADICE: Sorte eae er onl, ene, RS eae ie: Sp Wea vpn 
DSTO RhCOSC OSES evn ret OME his eas, on eee oe ess ee ee eet 97 
3,311 4,363 
Increase in working capital Pe a en en Pit aoe aes Ph he ee 141 2,059 
VV EKO Ap ital aD CCUARING LOIN CAN bn oes. Sni Ble psec ay sein ices ae Pete Oe ae ER 4,003 1,944 
Working capital, end of year... ee eee neat ea Sete $4,144 $ 4,003 


The accompanying notes are an integral part of these statements. 


Notes to Consolidated 
Financial Statements 
December 31, 1975 


1. SIGNIFICANT ACCOUNTING POLICIES 


CONSOLIDATION — The consolidated financial 
statements include the accounts of all subsidiaries. The 
accounts of the foreign subsidiaries and the convertible 
note payable in foreign currency have been translated 
into Canadian dollars as follows: (1) fixed assets and 
intangibles at historic rates; (2) other assets and 
liabilities at year-end rates; (3) revenues and expenses 
(other than depreciation and amortization) at average 
rates during the year. Exchange gains or losses arising 
from such translation practices are reflected in the 
consolidated statement of income except to the extent 
that they relate to long-term debt. 


INVESTMENT IN ASSOCIATED COMPANY — The 
investment represents a 50% interest in a company in 
Jamaica, which is accounted for on the equity method 
and carried at cost plus the Company’s share of 
undistributed earnings since acquisition. The carrying 
value exceeds the underlying book value of the 
associated company’s net assets by $1,545,000. This 
excess represents goodwill which is not being amortized 
in the Company’s accounts. The Company’s share of 
net income for 1975 of $24,000 ($40,000 in 1974) 

is included in ‘‘Revenues’”’. 


PROPERTY AND EQUIPMENT — Depreciation and 
amortization are provided using the straight-line 
method at the following rates: vending equipment — 
12.5 to 20%, other equipment — 10 to 20%, buildings — 
2 to 4%, leasehold improvements — life of the initial 
term of the lease. 


INVESTMENT IN LOCATION ACQUISITION COSTS — 
The excess of cost of purchase over net tangible assets 
of purchased businesses at the time ownership was 
acquired has been charged fo ‘‘Location Acquisition 
Costs’’. Location Acquisition Costs of $7,417,000, which 
arose as a result of purchases prior to April 1, 1974, 
are not being amortized because, in the opinion of the 
Company, there has been no diminution in value. 
Effective July 1, 1975, however, the Company recognized 
the possible future impairment of $917,000 incurred 
prior to April 1, 1974 and began amortization of this 
amount over the remainder of 40 years from date of 
acquisition in 1968. Excess costs arising subsequent to 
April 1, 1974 are being amortized over 40 years in 
accordance with the accounting recommendations of 
the Canadian Institute of Chartered Accountants, 
although in the Company’s opinion there has been no 
diminution in value. 


TECHNICAL AND SYSTEMS KNOW-HOW — This 
represents the cost of on-going assistance provided by 
the majority shareholder for which class B shares were 
issued in 1967. No amortization is being recorded as 
the asset has continuing value. 


DEFERRED COSTS — Amortization provided on a 
straight-line basis over five years was completed in 1975. 


1974 FIGURES — Comparative 1974 figures have been 
restated in certain instances to conform with the 
1975 format. 


2. LONG-TERM DEBT 


BANK LOANS — 1975 1974 
(In thousands) 


(a) Domestic bank loans: 
Demand operating loans — 


prime rate $1,441 $2,669 
(b) 8% (12% in 1974) German bank loan 
maturing in 1977 (DM 2,400,000) 933 988 


(c) Other German bank loans at rates 
of 4%, 8%, 8%4% and 812% 
due in annual instalments over 
the next six to fifteen years, 
secured by a charge on 
German real estate 862 989 
3,236 4,646 


Less current maturity (payable in 
German currency) 111 82 


$3,125 $4,564 


The domestic demand operating loans of $1,441,000 
have been classified as long-term as it is not presently 
contemplated that they will be repaid during 1976. 

In the event that repayment of such domestic demand 
operating loans is required in 1976, alternative financing 
with maturity dates later than 1976 has been guaranteed. 


The Company’s assets, both present and future, have 
been charged, and all the issued and outstanding 
shares of Versair In-Flite Services Limited and Versafood 
Services GmbH owned by the Company have been 
pledged as security for the bank loans set out in (a) and 
(b) above. Obligations of the Company under debentures 
issued by it to secure the charge and pledge have been 
guaranteed by the Company’s domestic subsidiaries. 


8% UNSECURED CONVERTIBLE NOTES — A note 
dated December 29, 1970 for $3,500,000 (Canadian) is 
repayable in five annual instalments of $700,000 
beginning on December 29, 1976. The Company is 
entitled to redeem the note in whole, but not in part, 
without penalty except as part of any refunding 
involving an effective interest cost of less than 8% per 
annum. The unpaid principal sum of the note is 
convertible at the option of the note-holder, into fully 
paid common class A shares of the Company at $8.00 
per share to December 29, 1977 and at $10.00 per share 
during the last three years to December 29, 1980, with 
approximately 437,000 shares reserved for conversion. 


A note dated April 17, 1974 for $3,000,000 (U.S.) has no 
mandatory principal repayments prior to April 17, 1980. 
Commencing on April 17, 1980 the note is repayable 

in four annua! instalments of $450,000 each and one 
final payment of $1,200,000 on April 17, 1984. The 
Company is entitled to redeem the note, in whole or in 
part, in amounts of not less than $500,000, on or after 
April 17, 1977, subject to a redemption premium 
decreasing from 8% in 1977 to 1% in 1984. The 
premium does not apply to scheduled repayments. The 
unpaid principal sum of the note is convertible, in 
whole or in part, in amounts of not less than $500,000 at 
the option of the note-holder, into fully paid common 
class A shares of the Company at $7.00 (U.S.) per share 
to April 17, 1977, at $8.00 (U.S.) per share during the 
next three years to April 17, 1980 and at $10.00 (U.S.) per 
share during the last four years to April 17, 1984, with 
approximately 429,000 shares reserved for conversion. 


While the notes are outstanding, the Company has 
agreed that, without the prior consent of the note-holder, 


the majority shareholder, ARA Services, Inc., it will not 
make investments or undertake rentals, leases, 
equipment purchase obligations or other financial 
commitments in excess of certain limits. The Company 
also has agreed to certain limitations on the creation 
of indebtedness generally, on the disposition of its 
properties and assets and on the creation of security 
interests therein and has agreed to maintain its working 
capital within certain limits. In addition, payment of 
cash dividends on common stock is limited to 25% of 
accumulated consolidated net income earned 
subsequent to December 31, 1973. 


3. COMMON STOCK 


60,000 common class A shares have been reserved 
since 1961 for employee stock purchase options. At 
December 31, 1975, options on 44,570 shares were 
outstanding (including options on 32,930 shares granted 
to directors and officers) at prices ranging from $3.50 
to $8.00. These options become exercisable in 
cumulative equal amounts of one-third in the third, 
fourth and fifth years and expire five years from date of 
grant. During 1975, no options were granted and 5,290 
were cancelled. 


The Company’s German subsidiary holds a 70% interest 
in a German limited partnership. The holder of the 
remaining 30% interest may, at his option, require the 
Company to acquire his interest at a price of $1,465,000 
plus his share of undistributed earnings since January 1, 
1969 amounting to $608,000 (at the current exchange 
rate) or an aggregate of $2,073,000 at December 31, 
1975, for which the consideration is to be the issue of 
common class A shares of the Company valued at their 
average closing price on the Toronto Stock Exchange 
for the five trading days preceding the date of giving 
notice of the exercise of the option. 


4. INCOME TAXES 


Certain of the domestic companies have $1,262,000 in 
losses of prior years which are available for carry- 
forward against future taxable income. 


5. EARNINGS PER SHARE 
1975 1974 


Income before Income before 


extraordinary Net extraordinary Net 


item income item income 
Basic earnings 
per share —classA $.62 $1.00 $.14 $.14 
—classB ey .70 NIL NIL 
Fully diluted earnings 
per share —classA 44 Ai 14 14 
—classB 14 44 NIL NIL 


Earnings per share were calculated on the basis that 
common class A shares have an annual dividend priority 
(non-cumulative) of 30¢ per share even though no 
dividends were actually declared in the year. 


Fully diluted earnings per share reflect what earnings 
per share would have been had the 8% unsecured 
convertible notes and the minority 30% interest in the 
Company’s German subsidiary been converted into 
class A shares at the beginning of the year. Other options 
outstanding have been ignored in this calculation as 
they are not material. 


6. REMUNERATION OF DIRECTORS AND OFFICERS 


During 1975, six directors received $6,325 as directors 
and fourteen officers received $455,590 as officers. 
During such period, four directors were also officers. 
One director received remuneration as an officer of a 
subsidiary of approximately $105,000 (DM 253,250). 


7. COMMITMENTS AND CONTINGENCIES 


The note receivable results from the 1974 sale of the 
fixed assets and business of a restaurant operation and 
is being paid over 5 years with 6% interest. In the 
event of default in payment by the purchaser while the 
note is outstanding, the Company has the right to take 
control of the assets and re-enter the premises to 
operate the business and, until June 30, 1982, the 
Company is obliged to operate the business in the event 
of the purchaser’s default to the landlord. 


The companies have undertaken lease obligations 
extending for varying periods up to 1984 involving 
minimum annual rentals of $635,000 (1974 — $740,000). 


The Company has entered into deferred compensation 
plans, and consulting or employment agreements, 
commencing at varying dates and involving payments 
over periods of ten to fifteen years to an estimated 
maximum of $48,000 in any one year. 


A writ was issued in 1972 against the Company and one 
of its domestic subsidiaries claiming damages for 
alleged breach of contract in the amount of $1,000,000. 
In the opinion of counsel, the companies have a good 
defence on the merits. 


8. ANTI-INFLATION PROGRAM 


Effective October 14, 1975 the federal government 
passed the Anti-Inflation Act and subsequently issued 
Regulations which are presently scheduled to be in 
force until December 31, 1978. Under this legislation the 
Company and its domestic subsidiaries are subject to 
mandatory compliance with controls on prices, profit 
margins, employee compensation and shareholder 
dividends. The effects on the Company of the Regulations 
relating to prices, profit margins and employee 
compensation are not yet clear owing to uncertainties 
as to interpretation but, as a result of numerous contacts 
with Anti-Inflation Board personnel, the Company 
believes it is in compliance with the Regulations. The 
Company is restricted to payment of minimal dividends 
during the year ending October 13, 1976, but because 
it intends to conserve its cash resources, a dividend 
payment in 1976 is not contemplated. 


AUDITORS’ REPORT 


To the Shareholders of 
VS Services Ltd: 


We have examined the consolidated balance sheet 
of VS Services Ltd as at December 31, 1975 and the 
consolidated statements of income, retained earnings 
and changes in financial position for the year then ended. 
Our examination of the financial statements of VS 
Services Ltd and those subsidiaries of which we are the 
auditors included a general review of the accounting 
procedures and such tests of accounting records and 
other supporting evidence as we considered necessary 
in the circumstances. We have relied on the reports of 
the auditors who have examined the financial statements 
of the German subsidiary and of the associated 
company accounted for by the equity method. 


In our opinion these consolidated financial 
statements present fairly the financial position of the 
companies as at December 31, 1975 and the results of 
their operations and the changes in their financial 
position for the year then ended, in accordance with 
generally accepted acounting principles applied on a 
basis consistent with that of the preceding year. 


CLARKSON, GORDON & CO. 
Chartered Accountants 


Toronto, Canada 
April 1, 1976 


Directors 


ALLAN D. BAKER 
“DIXON S. CHANT 
GUY CHARBONNEAU 


*MANFRED DOBLINGER 


*KARL DUSTERBERG 
*WILLIAM E. EMERSON 
*WILLIAM S. FISHMAN 
R. GUY GODBOUT 


THE HONOURABLE 
V. de B. OLAND 


ROBERT E. PIKER 
PHILLIPPE ROBERGE 
*JAMES A. ROST 
ROBERT J. SOMERS 


J. DAVID TAYLOR, Q.C. 


*Member of the 
Executive Committee 


HEAD OFFICE 


95 Brockhouse Road 
Toronto, Ontario 
Canada M8W 2W9 


AUDITORS 


CLARKSON, 
GORDON & CO. 


Toronto, Canada 
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Officers / Services La Société VS Ltée 
Chairman of the Board and Manual Food Systems DIRECTORS 
Chief Executive Officer Vended Food Systems JEAN ALLAIRE 
WILLIAM E. EMERSON Convenience Food Systems ROSAIRE ARCHAMBAULT 
Chairman of the Y. Office Coffee Systems ALLAN D. BAKER 
Executive Committee / In-flight Catering GUY CHARBONNEAU 
DIXON S. CHANT / Heritage Restaurants WILLIAM E. EMERSON 
pyesigentend / Facilities Planning /ROGER E. GAGNON 
Chief Operating Officer Housekeeping Services =——_// PHILIPPE ROBERGE 
MANFRED DOBLINGER Laundry and Linen Services/ GEORGES TAVERNIER 

{ 


Vice-President, Finance 


ROBERT J. SOMERS \ 8180 Montview Avenue 


Mount Royal, Quebec 
Canada, H4P 2L7 


Secretary and Gennral Counsel — 
MICHAEL L. OSTFIRLD 


a 
REGISTRAR and The common stock of 
TRANSFER AGENT VS SERVICES *LTD 
CROWN TRUST COMPANY is listed on the Toronto 


Toronto. Ganada and Montreal Stock Exchanges 
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